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INFORMATION PAPER 

Subject: ^involvement in Defense Industry and Views on Defense 

! To Provide the Chairman, Joint Chiefs of staff with 
information to support the visit of Chinese PIA Genera! to Huiri? 

2. Kev Points 

'trJ^t de f isl ?n to convert much of China's huge defense 
^K 6 ^* to civilian «»« dates back to the third session of th. 
^fd^^n Co r^ ee " enuB ln l978 ' leveJoSeS in 

^us? i m;ke 8 moAeyT her b °" t * 1 * ^ «Uopl»,.. dic^Elo 1 " 

• Conversion in China has been a top-down state-Hi 
program under the direction of the Party^lders tte |£?t burn 
the State council, and the Central Military Co^iSton ' 
Sv^'SJS-TS^ 11 ^ ^ C °~ di ^ing and 

- The State Commission for Science, Technology, and 
Industry for National Defense (COSTIND) 

- The State Planning Commission (SPC) 

- The State Science and Technology Commission (SSTC) 

- The High-Technology Plan Coordination Group. 

?m,?i?I Se defense conversion is usually presented as having 
four ma] or components: aving 

- transfer of military technology to civilian uses 
civfii£ proScis^ ^ oducti - capabilities to 

- settlement of demobilized military personnel. 

* ^ t „^ he Chinese call defense conversion might be better 
termed "diversification." There appears to be a requirement to 
rarefy "usl" 91 " * Lli ***V Production capabilities .^ven !r 

"conversion 1 "" *"* ° rganizations a " » derivative of 
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- The stated goal « , 
civilian goods by 19 9 y 
percent in 1993. 1 

• * n 1993 ' 3 °- 40 Percent ot thJ^ ^^^^mmmt 
making a profit, 30 percent „e£* converted ric^rl«S£S2! 
were losing money. nt Wete taking even7T«i^£|[___ 

• ffftest growing potential source of a*. * * "NSjRU 
^ 1 S r ° flt ? ° n itS civi "=>n goods an? service^"^^ 1 ^ iB " 
could equal or surpass the public defen^bSI^t. * proCit = 

• The Chinese are extremely interests -in , 

industries to civilian use especially fi tL» onvert > n 9 defense 
major drains on the economy. Tnty are at?em n ??nS +™ be ? ome 
foreign capital in the fori o/gr'an^ iSect inv^L 30 ? 11 ^ 
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